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Laura S. Olton
General Counsel
Ocean State Division

April 26, 2006

VIA HAND DELIVERY AND ELECTRONIC MAIL

Luly E. Massaro, Division Clerk

RI Division of Public Utilities & Carriers
89 Jefferson Boulevard

Warwick, Rl 02888

RE: Docket D-06-13 - Joint Petition of The Narragansett Electric Company and
Southern Union Company for Approval of Purchase and Sale of Assets
Remainder of Responses to Division Data Requests — Set 2
Supplemental Response 2-5; Data Responses 2-10, 2-11 and 2-14

Dear Ms. Massaro:
Enclosed please find six (6) copies of The Narragansett Electric Company’s, d/b/a National
Grid, responses to the second set of the Division’s Data Requests issued on April 5, 2006, in the

above-captioned proceeding. This set includes a supplemental response to data request 2-5 and the
responses to data requests 2-10, 2-11, and 2-14.

Thank you for your attention to this matter. If you have any questions, please feel free to
contact me at (401) 784-7667.

Very truly yours,
Laura S. Olton

Enclosures

CC: Docket D-06-13 Service List

280 Melrose Street, Providence, Rl 02907
T: 401-784-7667 ™ F: 401-784-4321 M laura.olton@us.ngrid.com ™ www.nationalgrid.com



The Narragansett Electric Company d/b/a National Grid
Docket D-06-13

Responses to Division Data Requests — Set 2

Issued on April 5, 2006

Division Data Request 2-5 Supplement Response

Request:

At page 8, lines 18-21, of Mr. Gerwatowski’s Direct Testimony he discusses benefits to

be derived from the coordination of electric and natural gas meter reading schedules. In the
context of anticipated efforts to coordinate such meter reading schedules, please:

a)

b)

Provide the percentage of customers in each rate class for each utility (i.e., Narragansett
Electric and New England Gas Company) for which Automated Meter Reading (AMR) is
currently employed.

Provide a detailed description of the AMR systems currently used by each company and
the extent of their compatibility.

Provide Narragansett’s best estimates of the costs that will be required to reprogram,
replace or otherwise modify existing AMR equipment to accommodate the reading of
both gas and electric meters with a single pass.

Provide the percentage of current Narragansett customers in each rate classification that
also use natural gas service currently provided by New England Gas Company.

Provide the number of customers in each rate class for each utility who utilize both
natural gas and electric service and do not have AMR equipment installed for:

1) Metering their natural gas service
i) Metering their electric service
iii) For either their natural gas or electric service

Response:

This response supplements the one provided in the Company’s initial response of April

21, 2006 to Division Data Request 2-5. In that response, the Company noted that the response to
subsection a) relating to New England Gas Company would be provided under separate cover.
Please find the requested information below.

a)

For New England Gas Company, the percentage of customers in each rate class having
AMR meters is as follows:

Rate 10 (Residential Non-Heating) 73.7%
Rate 12 (Residential Heating) 71.8%
Rate 21 (C&I Small) 74.2%
Rate 22 (C&I Medium) 58.9%
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The Narragansett Electric Company d/b/a National Grid
Docket D-06-13

Responses to Division Data Requests — Set 2

Issued on April 5, 2006

Division Data Request 2-5 Supplement Response (continued)

Rate 23 (C&I Large High Load Factor Use) 22.6%
Rate 24 (C&I Extra large High Load Factor Use) 3.3%
Rate 33 (C&I Large Low Load Factor Use) 15.6%
Rate 34 (C&I Extra Large Low Load Factor Use) 5.4%
Rate 60/61 (Non-Firm Sales/Non-Firm Transportation) 1.3%
Rate TSS (Transitional Sales) 61.8%
Rate 70 (Natural Gas Vehicle) 0.0%
Rate 80 (Gas Lamps) 0.0%

Prepared by or under the supervision of: Edward C. O’Rourke
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The Narragansett Electric Company d/b/a National Grid
Docket D-06-13

Responses to Division Data Requests — Set 2

Issued on April 5, 2006

Division Data Request 2-10

Request:

b)

d)

Re: page 9, lines 1-2 of the Direct Testimony of Mr. Gerwatowski, please:

Provide support for the assertion that the proposed acquisition of New England Gas
Company assets and consolidation of natural gas and electric service activities in Rhode
Island will result in lower financing costs through access to broader capital markets.

Provide support for the assertion that the capital markets Narragansett or its parent
company, National Grid, will be able to access will necessarily be broader than the
capital markets that New England Gas Company and its parent, Southern Union can
currently access.

Provide comparisons of the current average costs of long-term debt, short-term debt, and
common equity for Narragansett and for New England Gas Company.

Provide Narragansett’s best estimates of the magnitude of financing cost savings that it
expects to achieve over each of its first five years of operation after closing of the
proposed transaction:

i) For the Company’s electric operations
i) For its newly acquired natural gas operations

Response:

a)

Since the New England Gas assets will become part of a $27 billion international
company, any future financings that may be required for those assets could be
accomplished in a number of ways. To the extent that it is determined that the best way
to raise funds for the US businesses of National Grid USA, including the Rhode Island
businesses, would be to do so by utilizing European capital markets, we believe that the
size of National Grid and the possible size of the issuance (NG could size the issue for
multiple US companies) would provide an advantage in that investors favor issuances
that are large since they provide liquidity. Funds raised at the Group level can be loaned
to the US businesses through the National Grid Money Pool at favorable rates. If it were
determined that it is most economic to raise funds for our Rhode Island businesses in the
US, Narragansett’s bond ratings are: unsecured A2/A by Moody’s and Standard and
Poor’s, respectively, compared with Baa3/BBB for Southern Union and the debt would
be lower cost, assuming those ratings.
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The Narragansett Electric Company d/b/a National Grid
Docket D-06-13

Responses to Division Data Requests — Set 2

Issued on April 5, 2006

Division Data Request 2-10 (continued)

b) As discussed above, Narragansett’s ultimate parent, National Grid plc is a very large
company and currently has access to world-wide capital markets in multiple currencies.
Capital markets have become more international, but generally require significant size,
name recognition, and staff to manage international currencies in order to provide
efficiencies in these markets.

c) National Grid is assuming $77 million of debt with an average price of 7.74% from
Southern Union. National Grid has approximately $15 million of debt at Narragansett at
an average price of 7.14%. Narragansett Electric’s current rate plan allows an equity
return of 10.50% (at 50% equity) before sharing any higher ROE with customers. NE
Gas’ current rate plan allows them an 11.25% ROE at 44% equity prior to sharing. Since
Southern Union’s short term debt is consolidated, we cannot provide a carve-out number
for New England Gas. Narragansett’s short term debt is priced at approximately 4.7%.

d) There are no current plans to retire NE Gas Company debt and future financing needs for
the Rhode Island companies have not yet been determined, so there are no currently
available estimates of financing savings.

Prepared by or under the supervision of: Robert G. Seega
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The Narragansett Electric Company d/b/a National Grid
Docket D-06-13

Responses to Division Data Requests — Set 2

Issued on April 5, 2006

Division Data Request 2-11

Request:

Re: page 9, lines 10-22, of the Direct Testimony of Mr. Gerwatowski, please provide the
cost allocation metrics currently used by National Grid for its New York operations.

Response:

In New York, expenses are generally allocated 83% to electric operations and 17% to gas
operations. This is an historical allocator that was developed and based on O&M expenses by
gas and electric operations.

Prepared by or under the supervision of: James M. Molloy
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The Narragansett Electric Company d/b/a National Grid
Docket D-06-13

Responses to Division Data Requests — Set 2

Issued on April 5, 2006

Division Data Request 2-14

Request:

Re: page 11, lines 4-5, of Mr. Gerwatowski’s Direct Testimony. Please indicate how
long Narragansett intends to protect the jobs of current New England Gas Company employees.

Response:

Employees who are covered by a collective bargaining agreement and who meet the
contractual requirement for job protection by date of hire and years of service for the duration of
those labor agreements will have their jobs protected in accordance with the terms of the
applicable agreements. In the case of UWUA Local 472, the agreement expires March 31,
2008. For Steelworker’s Local 12431-01, the agreement expires May 31, 2007. Whether or not
protection is extended or continued beyond those dates is a function of future collective
bargaining.

For employees not covered by a collective bargaining agreement, it is the Company’s
intention to make reductions in overlapping departments and functions by use of voluntary
termination programs. While the company does not rule out involuntary reductions if needed,
we have had a strong track record of successfully using voluntary reductions in past merger
integrations, and would endeavor to do so again. In any event, there is a “Continuation Period”
of one year within which certain severance benefits are provided to employees who accept an
offer of employment from the Company, but later are terminated for reasons other than cause.

Prepared by or under the supervision of: Ronald T. Gerwatowski
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Certificate of Service

I certify that a copy of the cover letter and materials accompanying this certificate were mailed

or hand-delivered to the parties listed below:

S

Joanne M. Scanlon
National Grid

National Grid & Southern Union
Updated Service List as of 04/21/06

April 26, 2006
Date

- Docket D-06-13

Name/Address

E-mail Distribution

Phone/FAX

Laura S. Olton, General Counsel
Narragansett Electric Co., d/b/a National Grid
280 Melrose Street

Providence, Rl 02907

laura.olton@us.ngrid.com

Joanne.scanlon@us.ngrid.com

401-784-7667
401-784-4321

Thomas G. Robinson, Esqg.

Narragansett Electric Co., d/b/a National Grid
25 Research Drive

Westborough, MA 01582

Thomas.robinson@us.ngrid.com

Ronald.Gerwatowski@us.ngrid.com

508-389-2877

For New England Gas Co.:
Cheryl Kimball, Esqg.

Keegan, Werlin & Pabian LLP
21 Custom House St.

Boston, MA 02110

ckimball@keeganwerlin.com

Rkeegan@keeganwerlin.com

617-951-1400
617-951-1354

Kevin Penders, Esq.

Manager, Regulatory Relations
New England Gas Co.

100 Weybosset St.

Providence, Rl 02903

Kevin.Penders@negasco.com

401-272-5040
401-751-0698

For New England Gas Co.:
Gerald J. Petros, Esq.
Hinckley, Allen & Snyder LLP
1500 Fleet Center

Providence, Rl 02903

gpetros@haslaw.com

401-274-2000
ext. 5666
401-277-9600

For the Division of Public Utilities Advocacy:

Leo Wold, Esq.

Dept. of Attorney General
150 South Main St.
Providence RI 02903

lwold@riag.ri.gov

RDiMeglio@riag.ri.gov

sscialabba@ripuc.state.ri.us

401-222-2424
401-222-3016




For the Dept. of Attorney General:
William Lueker, Esq.

Dept. of Attorney General

150 South Main Street
Providence, Rl 02903

Wiueker@riag.ri.gov

401-222-2424
401-222-3016

Adrienne G. Southgate, Deputy City Solicitor
Law Department

City of Providence

275 Westminster Street, Suite 200
Providence RI 02903

asouthgate@providenceri.com

401- 421-7740
Ext. 333

For the City of East Providence:
W. Mark Russo, Esq.

Ferrucci Russo P.C.

55 Pine St., 4™ Floor
Providence, Rl 02903

mrusso@frlawri.com

wsmith@frlawri.com

401-455-1000
401-455-7778

Brian A. Wagner, Deputy Chief Legal Counsel
RI Dept. of Environmental Management
Office of Legal Services

235 Promenade St., 4th Flr.

Providence, Rl 02908

Brian.wagner@dem.ri.gov

401-222-6607
401 222-3378

For United Steel Workers Union Local 12431:
Richard M. Peirce, Esq.

Roberts, Carroll, Feldstein & Pierce

Ten Weybosset St. — 8" Floor

Providence, Rl 02903

rpeirce@rcfp.com

401-521-7000
401-521-1328

For the Town of Tiverton:
Andrew M. Teitz, Esq.
Ursillo, Teitz and Rich, Ltd.
2 Williams St.

Providence, Rl 02903-2918

zoning@utrlaw.com

401-331-2222
401-751-5257

John Farley, Executive Director
The Energy Council of RI

One Richmond Square Suite 340D
Providence RI 02906

jfarley316@hotmail.com

401-621-2240
401-621-2260

For The Energy Council of RI:
Michael McElroy, Esq.
Schacht & McElroy

PO Box 6721

Providence Rl 02940-6721

McElroyMik@aol.com

401-351-4100
401-421-5696

For the George Wiley Center:
B. Jean Rosiello, Esq.

340 Olney St.

Providence, Rl 02906

jeanrosiello@cox.net

401-751-5090
401-751-5096

For Residents of Tiverton:
Robert J. McConnell, Esq.
Motley Rice LLC

321 South Main Street
Providence, Rl 02940

rmcconnell@motleyrice.com

401-457-7700

For Residents of Tiverton:
David C. Strouss, Esq.
Thornton & Naumes LLP
100 Summer St., 30" Floor
Boston, MA 02110

dstrouss@tenlaw.com

617-720-1333




For Residents of Tiverton:
Mark W. Roberts, Esq.
McRoberts, Roberts & Rainer
53 State St.

Boston, MA 02109

mroberts@mcrobertslaw.com

617-722-8222

John Spirito, Esq.

Division of Public Utilities & Carriers
89 Jefferson Blvd.

Warwick, Rl 02888

|spirito@ripuc.state.ri.us

401-780-2152
401-941-9207

For Division of Public Utilities Advocacy:

Bruce Oliver

Revilo Hill Associates
7103 Laketree Drive
Fairfax Station VA 22039

Boliver@cox.net

For Division of Public Utilities Advocacy:

David J. Effron

Berkshire Consulting

12 Pond Path

North Hampton, NH 03862-2243

Djeffron@aol.com

File an original & five (5) copies w/:
Luly E. Massaro, Division Clerk
Division of Public Utilities & Carriers
89 Jefferson Blvd.

Warwick, Rl 02888

Lmassaro@puc.state.ri.us

401-780-2107
401-941-1691




